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Independent Auditor’s Report

To the Beard of Education of
Cherokee Community School District:

We have audited the accompanying financial statements of the governmental
activities, the business type activities and each major fund of Cherockee
Community School District as of and for the year ended June 30, 2011,
which collectively comprise the District’s basic financial statements
listed in the table of contents. These financial statements are the
responsibility of District officials. Our responsibility is to express
cpinions on these financial statements based on our audit.

We conducted cur audit in accordance with U.5. generally accepted auditing
standards and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the
United States, Those standards require that we plan and perform the audit
to obtain reascnable assurance about whether the financial statements are
free of material misstatement. A&n audit includes examining, ©on a test
basis, evidence supperting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe our audit
provides a reascnable basis for our opinions.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the respective financial position of the
governmental activities, the business type activities and each major fund
of Cherokee Community School District at June 30, 2011, and the respective
changes in financial positicn and cash flows, where applicable, for the
year then ended in conformity with U.5. generally accepted accounting
principles.

In accerdance with Government Auditing Standards, we have also issued our
report dated January 9, 2012 on our consideration of Chercokee Community
School District’s internal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to
describe the scope of pur testing of internal control over financial
reporting and compliance and the results of that testing, and not to
provide an opinicn on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

Management’s Discussion and Analysis, Budgetary Comparison Information and
the Schedule of Funding Progress for the Retiree Health Plan on pages 4
through 12 and 37 through 39 are not required parts of the financial
statements, but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures,
which consisted principally cf inquiries of management regarding the
methods of measurement and presentation o©f the required supplementary
information. We did not audit the information and express no opinion on
it.

Phone: (515)532-6659
Fax: (515)532-3677
bruccifrinkcpa.com



Our audit was conducted fer the purpcse of forming cpinions on the financial statements
thnat collectively comprise Cherokee Community School District’s basic £financial
Statements, We previously audited, in accordance with the standards referred to in the
secornd paragraph of this report, the finarncial statements for the gseven years ended
June 30, 2010 (which are not presented herein] and expressed ungualified opinicns cr
these firancial statements. Other supplementary informatior included i1n Schedules 1
through 5, including the Schedule of Zxpenditures of Federal Awards reqguired by U.S.
Office of Management and Budget {(OMB) Circular A-133. Audits of States, Local
Governmerts, and Non-Profit Organizatiorns, is presented for purposes of additional
anaiysis ard i1s rnot a required part of the basic financial statements. Such
informatior has peen subjected tc the auditing procedures applied in our audit of the
casic financial statements ana, irn our opinion, 1ls fairly stated in all material
respects in relation toc the basic financial statements taken as a whole.

Pueee 2. Fost

BRUCE D. FRINK
Certified Public Accountant

Januvary 9, 2012



CHEROKEE COMMUNITY SCHOOL DISTRICT

Management's Discussion and Analysis

Cherckee Community Scheol District provides this Management’s Discussion and Analysis of its
financial statements. This narrative c¢verview and analysis of the financial acrtivities is
for the fZiscal year ended June 30, 201.. We encourage readers to cernsider this infcrmation
in conjurction with the District’s f{inancial statements, which follow.

2011 FINANCIAL HIGHLIGHTS

¢ Gorneral Funa revenues increased from $3,107,79% in fiscal year 2010 to 39,626,850 in
fiscal year 2011, while General Fund expenditures increased from $%,199,774 in fiscal
year 2810 o 59,212,157 in fiscal year 2011.

» The increasce in Genera: Fund revenues was due primarily to increased property tax
roveonues. Cecreased federal fundirg was offset by an increase in state source
revenues. The Cistrict's expenditures were virtually the same as the prior vyear,.

¢ The District continues to maintain a solvent financial position due to budget planning.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other informartion, as
follows:

Management's Discussion and Analysis introduces the basic financial statementsg and
provides an aralytical overview of the District’s financial activities,

The Government-wide Financial 3Statements consist of Statement of Net Assets and a
Statement cf Activities. These provide information about the activities of Cherokee
Community School District as a wheole and present an overall view of the District’s
finances.

The Yund Flnancial Statements tell how governmental services were financed in the short
term as well as what remains for future spending. Fund finarcial statements report
Cherokee Community School District’s operations in more detail thar the government-wide
statements by providing information abeout the most significant funds. The remaining
statements provide financial information about activities for whick Cherckee Community
School District acts soliely as an agent or custodian for the benefit of those ourside
af the District.

Notes to Financial Statements provide addicioral infermatior essential te a full
understanding cf the data provided in the basic financial statements.

Required Supplementary Information further explains and supperts the financial
statemenis wlth a comparison of the District's budget for the year as well as
preserniing the Schedule of Funding Progress for the Retiree Eealth Plan.

Cther Supplementary Information provides detailed infeormation about the nonmajor
governmental funds as well as a multiyear comparison of rewvenues and expenditures. In
addition, the Schedule of Expenditures c¢f Federal Awards provides details of varicus
feceral programs berefiting the District.



cne

Flgure A-L snows now the various parts of this annual report are arranged and relate to
another,
Figure A-1

Cherckee Community School District Annual Financial Report
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Figure A-2 summarizes the major features <f the Uistrict’s financlal statements,

the portion of the District’s activities they cover and the types of information they
contain,
Figure A-2

Major Features of the Government-wide and Fund Financial Statements

Government-wide
Statements

Fund Statements

Governmental Funds

Fropristary Funds

Fiduciary Funds

Scope Entire Districc The activities of Acrivities the Irstances 1n which
texcept fiduciary the District that District cperates the district
funds) are not proprietary similar tc private admiristers
cr fiduciary, suc businesses: food resources on behalf
as special education serviges and internal | of somecne else,
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changes in fund
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REPORTING THE DISTRICT’S FINANCIAL ACTIVITIES
Government-wide Financlial Statements

The government-wide financial statements report information about the District as a whole
using accounting merthods similar to those used by private-sector companies. The Statement of
Net Assets includes all of the District’s assets and liabilities., All ¢f the current year’s
revenues and experses are accounted for in the Statement of Activitlies, regardless of when
cash is received cr paid.

The two government-wide firancial statements report the District’s net assets and how they
nave changed. Net assets -~ the difference petween the District’s assets and liabilities -

&re oht wWay To measure the District's financial health or financial positiorn. OCver time,
increases cr decreases in the District’s net assets are an indicator of whether financial
positien 1s improving or deteriocrating, respectively. To assess the District’s overall

nealth, adaitioral nor-firancial factors, such as changes in the District’s property tax base
and the conditicn cf school buildings and other facilities, need to be considered,.

in the government-wide finarcial statements, the District’s activities are divided ints two
categories:

¢ Goverrnmental activities: Most of the District’s basic services are included here, such
as regular and special education, transportation and administration., Property tax and
state aid finarce most of these activities.

¢ Business type activities: The District charges fees to help cover the costs of certain
services it provides, The District’'s school nutrition pregram is included here.

Fund Financial Starements

0

The fund financial statements provide rmore detailled informaticon about the District’s funds,

focusing on 1ts most significant or “wafor” funds - not the District as a whole. Funds are
zocountling cevices the District uses to <eep track of specific scurces of funding and
spending or particuiar programs. The District has elected to present all funds as "major"®

for clarity of presentation.

Some funds zre reguired by state law and by bong covenants. The District establishes other
funds to contro. and manage money for particular purposes, such as accounting for student
activity funds, or to show that it 1s properly using certain rewvenues, such as federal
grants.

The District has three kinds of funds:

1y Governmentcal furnds: Most of the District’s basic services are included in governmental
funds, which generally focus on (1) now cash and other financial assets can reagily be
converted to cash floew in and out and {2} the balances left at year-end that are
available fcr spending. Consequently, the governmental fund statements provide a
detalled short-term view that helps determine whether there are more or fewer financial
rescurces that can be spent in the near future to finance the District's program.

The oistrict’'s goveramental funds inciude the General Fund, the Special Revenue Funds,
the Debt Service funds and the Capital Proliects Funds.

The requirea financial statements for governmental funds inciude a baiance sheet and a
statement of revenues, expenditures and changes in fund balances.

2) Proprietary funds: Services for which the Districr charges a fee are generally reported
in proprietary funds, Proprietary funds are reported in the same way as Lhe
governrent-wide financial statements. The District’s Enterprise Funds, cne type of
progrietary fund, are the same as its business-type activities but provide mcre detail
and additional infermation, such as cash flows. The District currently has ocone
Interprisce Fund, the Scheool Nutritior Tund. The DTistrict also has an Internal Service
Fund that 1s used to account for necalth insurance and relatca peonefits,

Tne regulired financial statements for proprietary funds include a statement of net
assets, a statement of revenues, expanses and changes 1 fund net assefs and a
statement of cash flows,



3) Fiduciary funds: The District is the trustee, or fiduciary, for assets that belong to
c¢thers. These funds include Private-Purpose Trust.

®* FPrivate-Purpose Trust Fund - The District accounts for outside donations for
scholarships for individual students in this Ffund.

The Cigtrict is responsikble for ensuring the assets reported in the fiduciary funds are
dsed con.y for their intended purposes and by those to whom the assets belong. The
District excludes these activities from the government-wide financial statements
berause it cannct use these assets to finance its operaticns.

The requirea financial statements for fiduciary funds include a statement of fiduciary
net assets and a statement of changes in fiduciary net assets.

Reconciliations between the government-wide financial statements and the fund financial
statements follow the fund financial statements.
GOVERNMENT-WIDE FINANCIAL ANALYSIS

Figure R-3 below provides a summary of the District’s net assets at June 30, 2011 compared to
June 30, 2010,

Figure A-3
Condensed Statement of Net Assets
{(Exprassed in Thousands)

Governmental Business Type Total Total
Lrtivities o hctivities District Change
June 30, June 30, June 20, June 39,
2011 2010 2011 2010 2011 2010 2010-201%
Currert assets 5 7,20 &, 4491 124 123 7,249 £, 614 9,33%
Capiral assets 7,970 B,033 43 23 g,0L3 8,056 -0,53%
Total assets 15,390 14,524 167 1486 15,257 14, €70 4.00%
Zurrent liabilities 3,822 7,047 1 3 3,823 7,050 -45.77%
Hon-current liabpilities 3,096 1,373 - - 31,996 1,375 185.78%
Total liabilities 7,818 8,420 1 3 7,819 8,429 -7.24%
Net Asselrs:
Invested in capizal assets,
net of related debt 4,349 3,952 43 23 4,383 3,975 10.26%
Restricred 1,343 1,690 - - 1,943 1, &80 1q,97%
Unrestricred 4985 456 123 120 1,112 576 93.06%
Total net assets § q,En2 6,098 166 1473 7,438 6,241 19.18%
Thne District’s combined net assets increased over 19%% from the prior year. The largest

portior of the District’s net assets is invested in capital assets,

Unrestricted net assets, the part of the net assets that can be used to finance day-to-day
operations without constraints established by debt covenants, enabling legisiation or other
legal requirements, increased approximately $336,000. This increase in unrestricted net
assets was primarily a result of an increase of cver 5400,000 in the General Fund.



Figure A-4 shows the changes in net assets for the year erded June 30, 2011 compared to the
year endea June 33, 2010.

Figure A-4
Changesa in Nalt Assets
{Expressed in Thousanda)

Governmental Ausiness Type Tatal Total
Activities Activities School District _ Change
2910 2010 201 2010 2011 20180 20:0-2011
Beverues:
Frogram rewvenues:
Charges for service
and sales 3 442 391 240 238 37 629 §.43%
Cperating grants,
contriburicrs and interest
and restricred interest 2,329 2,368 240 235 2,569 2,603 -1,3L%
General revenues:
Property tax 2,362 3,008 - - 3,365 3,008 il1,87%
Ircome surtax 213 14z - - 2.5 a1 12.57%
Srtarewide sales, service
anz use Lax 653 £33 - - [ a3 5.48%
Unrestricled state grarts 4,189 i, 8499 - - 4,89 3,849 a.83%
Unrestriciod Znvestment
earnings [ g - - & £ G.00%
Cther 104 57 - - 104 57 §2.4¢%
Toral revenues _1,343 10,503 480 473 11,823 10,57¢ 7.72%
P:Og[é}ll EXDENRSDE]
Governwental activities:
InsTructiocn 6, 367 6,751 - - &, 3687 6,751 -5.69%
SuUpport Services 2,540 2,418 - - 2,549 2,418 5.05%
den-instructional programs - - 456 455 456 455 0,z22%
Other expenses 1,2g2 1,071 - - 1,262 1,071 17.83%
Tctal expenses 10,1689 1G, 24¢C 456 455 10,625 10, 6%5 -0.65%
Change 1n net assets 5 1,174 263 24 18 1,158 281 32€.33%
Fropercty rCax arn anrestrictod state grants account for 64% of the total revenue, The

1 A
lhistrict’'s cxpenscs primarily relate to instruction and support services which account for
4% of the teral exgonses,

Governmental Activities

Revenues for governmental activities were $11,343,702 and expenses were 510,162,602 for the
year ended June 30, 2011.

The fcllowirng table presents the total and net cost of the District’s major governmental
activities, instruction, support services and other expenses, for the year ended June 30,
2521 compared to the year ended June 30, 20.0.



Figura A-5
Total and Wet Coat of Governmental Activitiea
(Expressad in Thousands)

Total Cost cf Services det Cost of Services
Charge Change
2011 29iC 2010-2C011 2011 20390 2010-2C11
Instraction 5 £, 367 6,751 -5.868% L2556 4,426 -3.84%
Suppcrt zervices 2,540 2,418 3.05% 2,517 2,400 4. B8%
Hon-ilnstructicnal programs - - G.00% - - 0. J0%
Other expenses 1,262 1,071 17.83% 625 654 -4.43%
Tozals 5 10,168 10,240 -0.69% 7,398 7,480 -1.10%

Fer che year ending June 3C, 2011:
¢ The cost financed by users of the District’s preograms was $442,576,

* Federzl and state governments subsidized certain programs with grants and contributions
totaling 87,402,549 ($300,000 decrease). Stimuius money from the previcus year was
ance again funded by the state.

s The net cost of governmental activities was financed with £3,364,672 in property taxes
{a $357,38% increase) and $4,188,5%1% in unrestricted state grants (a 5339%,605
increasa) .

Business-Type Activities

Revenues for bpusiness tyoe activities during the year ended June 30, 2011 were $5479%,522 znd
expenses tctaled 5455, 936, The District’s business type activities include the School
Nutriticen Fund., Revenues of these activities were comprised of charges for food service,
federal ana stete relmbursements and investment income.

The Zistrict uses an Internal Service Furnd to account for health insurance Zosts and
penefits. The balance cf this furnd is included with the Gereral rund on the Statement of Net
&ssects as tha:t 1s where the wvast majority of its funding ccmes from,

FINANCTAL ANALYSIS QF THE DISTRICT'S FUNDS

As previcusly noted, Cherokee Cormmunity 3cheol District uses fund accounting te ensure and
demonstrate corpliance with finance-reiated legal resguirements.

The financlal performance of the District a5 a whole is reflected in its governmental funds,
as well. As the District corpleted tne year, its goverrmental funds reported combined furd
balarces of $£2,7%07,47%; a seventeen percent ircrease over last year's ending fund palances of
52,317,731,

Governmental Fund Highlights

# The District has carefully monitored discretionary spending to avold decreases in fund
ralanrces. The preservaticn of the General Fund balance is especially important due to
anticipaticn of lowered allowable growth from the state legislature and the Districc
meing placed on the 201% budget guarantee,

# The Districtu received over 3$6GC,000 in state scheol infrastructure fands during the
year. These mcnies are used entirely for property tax rellief.

= Tn Sepiembsr of 200% the boasd imposed a % year Instructicnal Support Levy of 8%,
funded ocrimarily through income surtax and preperty tax. The previcus ISP levy was
4,54, This has substantially increased General Furnd Revenue,

» In September of 2007 the voters approved an incresse in the voted Physical Plart and
Equipment Levy from .50 to .85. The additioral furds nave allowed the District zc
enhance its physical plant.

1c



Preoprietary Fund Highlights

The Zchcol Nutritiern Fund balance increased approximately 524,000 durine the fiscal year
ending June 30, 201.. The cash balance decreased approximately $2,000 due to using nutriticn
cash te purchase equipment wnich will be expensed over its useful life of 12 years.

Tne Disturict began an Interral Service Fund to account for health insurance c¢osts and related
bernefits in FY 2009, The decisicon to partially selilf fund the Districts heailth insurancs
continces ro be advantageous in controliing health insurance increases,

BUDGETARY HIGHLIGHTS
The Clstrict’s receipts were over 355,000 lower than budgeted receiprs, a variance of 1%.
This wvariance resulted from the District receiving less from state revenue sources than

criginally anticipated.

Total expenditures were less than budgeted, due primarily to the Districz's budget for the

General Furd. 17 is the Tistrict's practice to budget expenditures at the maximum authorized
spending auvtnoricy for the General Fund. The District then manages cr controls General Fund
spending through its line-item budget. As a result, the District’s certified budger should

always exceed actuzl expenditures for the year.

The District exceeaec the published budget in the other expenditures funcrticn. It did not
exceed the General Pund urspert acthorized budgert.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At Jure 30, 2012, the District had invested $8,013,196, net of accumulated depreciaticn, in a
broad range of capital assets, including land, kuiidings, athletic facilities, computers,

gaudic-visual eguipment and transportation eguipment. {See Figure A-6) More detailed
informatior about the District’s capital assets is presented in Note 3 zZo the financial
statements, Depreciation expenses for the year were 5443,597.

The original cost of the District’s capital assets was 516,540,766, Governmental furds

account for $1€,371,283, with the remainder of $169,483 accounted Zfor in the Proprietary,
School Hutrition fund.

The District spent over $369,0C00 on egquipment and facility improvement.

Figure A-6
Condensed Statement cof Wet Assets
(Expressed in Thousands}

Goverrmental Zusiness Type Total Tetal
ACtivitles hotivicies Districe Change
June 30, June 30, June 30, June 30,
2011 2010 2011 2010 2911 20la _2010-2011
Land 5 714 714 - - 714 714 C.00%
Land improvemernts 314 166 - - il4d 3E6 -14.21%
Buildirgs 6,358 6,387 - - o, 358 6,387 -C.45%
Furniture and eguipment B 284 SES 43 23 627 SE8 &.63%
Torals 3 7,970 5,032 a3 23 g, 013 3,050 -0.52%

Long-term Debt

Trhe District nes ouistanding debt of $3,630,000 for the Middle Schocl built in 19%8. The
tend will be fully retired in the year 2018, This is currently being paid with proceeds of
the one cent statewide sales, services and use tax.



ECONOMIC FACTCORS BEARING ON THE DISTRICT’S FUTURE

At the time these financial statements were prepared and audited, the District was aware of
several existing circumstances that could signiflicantly affect its financial healch in the
future,

*» The Silo tax was passced in February 2004, and money was received by the District
begirning 1in Seprember 20C4, This was replaced in 2008 by the statewide sales,
services and use tax. These funds are used for debt reduction resulrting in property
tax relief fcocr the taxpayers, Ir spite of recessionary pressures the District
continues to receive adegquare revenus Lo cover Lhese costs.

¢ A challenge for the District will ke toc find avenues to finance a technclogy
infrestructure in the future that will support 21°° century sxills which are a vital
camponert of the Iowa Core/Commor Core Curriculum,

* Arother lssue impacting the long-term health of the District is declining enrollment.
Anticiparted future enrol.ment declines zlong with anticipated reductions in allowakle
growth will place increasing pressures on the District to be able to maintaln current
cevels of staff and programming.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide the District's citizens, taxpayers, custaomers,
investors and creditors with a general overview of the District’s finances and to demonstrate
the District's scceountability for the money it receives., If you have guestions about this
report or need additional financial iInfcrmaticn, contact Joyce Iundsgaard, District
Secretary/Treasurer, Cherokxee Community School District, 600 West Bluff, Cherokee, Iowa
51012.

12
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Exhibit A

CHEROKEE COMMUNITY SCHOOL DISTRICT

Statement of Nel Assets

June 30, 2011

Governmental Business Type

Rctivities Activities Total
Asgsets
Zash ard pocled invesilments 3 3,131,180 85,188 3,2.6,368
Recelivables:
Property tax:
Current year 35,294 - 35,294
Succeedirg year 3,524,329 - 3,524,329
Income sSurtax 239,035 - 239,035
Due from ctner governments 257,756 - 187,756
Otner rece:xvables 12,5113 1,250 33,763
Inventorias - 37,621 37,621
Capital assets, net of accumulated depreciation 7,970,180 43,0146 8,013,19%
Total assets 15,090,287 187,075 15,257,362
Liabilities
Accounts payable 37,860 - 57,880
Acocrued salary and benefits 17,360 - 27,360
Unearred revence - 819 8149
Accrued interest payable 21,588 - 2%, 963
Ceferred revenue:
Succeeding year property tax 3,524,329 - 3,524,329
Feceral programs 260,433 - 160,432
ong term liabilities:
Poertion due within ore year:
Ezriy retirement 77,293 - 17,243
Bonds payabkle 465,000 - 485, CCO
fortion die after one year:
Net OPEZ >iability 22,639 - 22,639
Zarly retirement 265,933 - 265, G33
Zonds pavable 2,165,000 - 3,165,000
Total liabilities 7,817,835 B1g 7,816,654
Net assets
Invested in capital assets, net of related debo 4,340,180 43,006 4,383,_9¢8
Restricred for:
Categecrical tunding 205,413 - 205,413
Studert activities &0, 252 - 60,251
Maragement lewy 92,241 - 95,244
School infrastructure 1,021,987 - 1,021,587
Physical plant ard equipmert levy 183,058 - 183,058
Healtn bherefizs 373,611 - 373,622
Unrestricted O8&E, 728 223,240 1,111, %68
Total net assets 5 7,272,452 LEE, 256 7,438,708

See nctes toc financlal statementa.
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Exhibit D

CHEROKEE COMMUNITY SCHCOL DISTRICT

Reconciliatlon of the Balance Sheer - Governmental Furds
w0 the Statement cf MNet Assets

Total fund balances of governmental funds {Exhibit C) 52,707,479

Amounts reported for governmental activities in the Statement of Net
Asgets are different because:

Inceoems zurtax receivap.e at June 30, 2011 is not reccgrized as income
until received in the governrerntal funds, however it is shown as a
receivable in the Statement of Het Assets, 239,035

Internal Service fund aszsets that are to oe irncluded with 373,611
governmental funds.

Capirta: assets used in governmentzal activities are not financial
resources and, therefore, are not reported as assets in the
governmertal funds, 7,970,180

Accrued ilanterest payable on lcnog-term liabilities is not dee and
payable in the cuirrent pericd ard, therefore, 1s nct reported
a5 a liability in the governmental fuonds. {2.,96¢4

cong-terrm liapilit:ies are ncoct due and pavable ir the currenc
pericd and, therefore, ave rnot reported as liapilities in
the zovernmerntal funds.

Not OPER iiability 3 (22,639

marly retirerment pavable {343,224}

Bonds payable {3,630,000; [3,94%5,8&3)
Net assets of governmental activities (Exhibit A) ijijjg,QBZ

See nctes to finarcial statements.
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Exhibit F

CHEROKEE COMMUNITY SCHOOQL DISTRICT

Recencilliaticon of the Zratement of Revenues, Exvenditures and
Cranges in Fund Balarces - Sovernmental Funds
to the Statement of Acztivizies

Year ended June 30, 201

Net change in fund kalancas - total governmental funds (Exhibit E} 3 394,748

Amcunts reported for governmental activities in the Statemant of
Activitias are different because:

Tnzorme surtaxes not collected for several mentnas after the Districo's

fiscal year ends are not considered "available” revenues in the

goverrnmenta. funds and are included as deferred revenues. They are,

however, recorzed as revenues in the statement of activities

Tris figure represents the change from the prior fiscal year. 64,6732

Zapital outlays to purchase or build capita’ zssets are repcorted in
governmenta. furds as expenditures. However, those costs are reported
in the Stztement of Net Assetrs and are allocated over their estimated
aseful lives as depreciaticn expense in the Statement cf Activities,
Tne amounts of capital curlays and depreciaticn expense 1n the year
sre is Zopllows:

Cazpital cutlays 53g5,08l

Lepreciztion expense 1431, 360 {62,299,
Interest on long-Ttevm debt in the Statement of Activities Zdiffers from
the amount reported i the governmental funcs because interest is
reccrded as an exgenditure in tke furnds when due. In the Statement
of Astivifies, irnterest oxponse is recogrnized as the irterest accrues,
regardless of whern 1 13 due. 19,454}
Repayment of long-~term debt principal is an experdizure in the
governmental funds, but it reduces long-term 1liakilities in the
statement of net assets and does not affect the statement of activities. 450,000
Tnterrnal Service Furd Transacticns are nst repcrted in the General Fund
as rewenues and expenditures, however the General Fund is the source of
these reverues and use of the expenditures. 137,412
Some expenses reported in the Statement of Activities do not reguire
the uss of current financial resources and, therefore, are not reported
28 expendilures in the governmental funds, as foliows:

Other postemployment benefits 11,372

Early retirement 210,432 199,060
Change in net assets of governmental activities {(Exhibit B) $1,174,100

Soe notes to financizl statements,



Exhibit G

CHERCKEE COMMUNITY SCHCOL DISTRICT

Statement of Net Assets
Proprietary Funds

Year ended Jure 20, 2003

Business Governmental
Type Activirties
Scheol Internal
Nutrition Service
Assets
Casr. and pco.ed investrments 5 85,188 373,631
Other receivables 1,250 -
Inventeries 17,621 -
Capizal assets, net of accumulated deprecilation 43,016 -
Total assets 167,075 373,611
Liabilities
Cnearned revenue B1G -
Total liabilities E1lS -
Het Assets
Invested 1n capital assets 43,014 -
Restricted for nea.th penefits - 273,61l
Unrescriczcted o la2s,24c -
Total net assets 5 166, 256 373,611

See notes to financial statements.



CHEROKEE

Statement of Revernues,

Cperating revenue:
Local
Cnarges for services

Iourses;

Cperating expenses:
den-instructicgral programs:
Food service operallons:
Salaries
Benefits
Services
Supplies
Otrer
Cepreciation

Internal service programs:
Beneflits

Total cperating expenses

Operating income (loss)
Non-operating revenues:
Interest on investments
State sources
Federal scurces

et income
Net assets beginning of year
Net zssets end of vesr

See notes

COMMUNITY SCHOOL DISTRICT

Expenzses and Changes in fund Net Assets

froprietary Funds

Year ended

to financial statements.

Jure 2337, 2011

Exhibit H

Business Governmental
Type Actwvities
Schecl Internai

Nucrition Service

$ 240,179

149,153
98,438
5,769
230,179
160
12,237

455,936

258,952

455, 936 148, 982
{215,757 136,038

127 1,374

4,286 -
234,930 -
239,343 1,374
23,586 137,412
142,670 236,199

5 166,256 373, 611

23



CHEROKEE COMMUNITY SCHOOL DISTRICT

Starvement of Cash Flcws
Froprietary Fund

Year ended June 30, 2011

Business

Exhibit I

GCovernmental

Type Activities
School Interral
Nutriticn Service
Czzrn flaws freor operating activities:

Cash recelived from sale of services 3 438,562 285,020

Cash pavyments to employees for servicas {207,551 (148,982

Zash payments to suppiiers for geoeods or services {208, €30} -

Net cash provided by {used by} cperating activities {(177,659) 136,038
Cash flows from nen-capital financing activities:
State grants received 4,266 -
Federal grants recelived 203,724 -
Net ©ash provided by nen—capital flnancing activities 208,010 -
Cash flows from capital financing activities:
‘sition oFf capital assets [31,765) -
Cash flows from investing activities:

Interest cn InVestments ) L27 1,374
Net 1increase 1In caan and cash edquivalents 1Li,207) 137,412
Cash and cash eguivalernts keginning of year 86,49% ) _ 238,195
Cash and cash eguivaliernts end of year B 82,188 373,611
Reconciliation of operating income {(loss) to net cash
provided by (used by) cperating activities:

Jrerating income [loss) g V215,757 136,038

Adiustments Lo reconcile operating incoeme (loss) to net cash
orovided oy {used by) operating activities:
Decrecliation 12,237 -
Commodities used 31,206 -
Decrease in other receivables 349 -
iIrcrease! in inventory {3,728} -
iDecrease! 1in unearned revenus {1,964 -
5. 4177,8659) 136,038

Non-cash invasting, capital and financing activities:

Luring tae year ended June 3¢, 2011, the Iistrict received federal commodities wvalued at $31,206.

Bee notes to financlal statements.
24



Exhibit J

CHEROKEE COMMUNITY SCHOOL DISTRICT

Starerent of Fiduciary Net Assets
Fiduciary Funcs

Year ended June 30, 2011

Brivate

Purpcse
1575

Rssats
Zash and pocled investments 3 38,777
Total assets 38,777

Net Assets
Reservea for speclal purposes 38,777

Total net assets 3

Lad

8,777

Zee notes to financial statemrents.



CHEROKEE COMMUNITY SCHOOL DISTRICT

Statement of Changes in

Tlduciary Net Assers

Additions:
Looal scurces:
Interast ¢n ilnvestments
Cozntripations

Tatal adaltions
Degactions:
Jupport Servicos:
Other
Total deductisns
Change 1n re:t assets

Netr assets beginning cf year

Net assecs end cf year

Fiduciary Funds

Year ended June 30,

See notes to financilal statements.

I
o

20z1

Exhibit K

Private
Purpose
Trusts

E 149
c, 748
5, 897

&,233
§,233



(1)

CHEROKEE COMMUNITY SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2011

Summary of Significant Accounting Policies

Cherckee Community School District i1s a political subdivisicn of the State of Iowa and
operates public schools feor children in grades xindergarten through twelve and special
ecucation pre-xindergarten. The gecgraphic area served includes the City of Cherokee,
Zowa, and agricultural territery in Cherokee County. The District is governed by a
3oard ¢f Education whose members arc elected on a non-partisan baslis.

The

Zistrict’s financial statements are prepared in conformity with U.S5. generally

accepted accounting principles as prescribed by the Governmertal Accounting Standards
pcoard.

AL

Reporting Encity

tor financial reportirg purposes, Cherokee Ceommunity School District has included
ali tunds, crganizations, agenciles, boards, commissions and zuthorities. The
DJistricy has also cconsidered 21! peotential component units for which 1t is
fimancia.ly accountabkle and eother organizaticns for which the nature and
significarce of their relationship with the District are such thart exclusion would
cause the Cistrict's financial statements to be misleading or i(ncomplete. The
Governrental Accounting Standards Board has set forth criteria to be considered in
determining financial accountability. These criveria include appolnting a voting
majority of an organization's governing body, and (1) the ability of the DJistrict to
impose its will con that crganization or (2, the potential for the organizaticn to
provide specific bernefits to or impose specific financial burdens ¢on the District,
Cherokee Commurity School District has no component units which meet the
Governmental Accounting Standards Board criteria.

Jointly Governed Orgarnizations - The District participates in a jointly governed
organizatlon that provides services to the District bur doez not meet the criteria
ocf a Jjolint wenture since there 13 no ongoing firancia: interest or responsibility by
the garticipating governments. The District 1s a member of the Cherokee County
Assessar’s Conference Board,

s

Basis of Presentation

Governrert-wide Financial Statements - The Statement of Net Assets and the Statement
of Actlivities report infermaticn on agll of the ronfiduciary activities of the
Cistrict. For the most part, the effect of interfund activity has been removed from
these statements. Governmental actlivitles, which nermally are supported by tax and
intergovernmental revenues, are repcrted separately from business type activities,
whichn rely ©o a significant extent on fees and charges for service.

The Statemert cf Net Assets presents the District’'s nenfiduciary assets and
liabilities, with the difference reported as net assets. Nei assets are reported in
three categories:

Tnvested in capital assets, net of related debt consists of capital assets, net
af accumilated depreciation and reduced by ocutstanding balances for kbonds, notes
and otner dekt that are attributable to the acguisition, construction or
irprovement oI those assets.

Restricted net assels resualt when constraints placed on net asset use are either
externally imposed or imposed by law through censtituticnal provisicns or
enabling legislation.

Unrestricted net assets consist of net assebLs nob weeting the definition of the

v
preceding categories, Unrestricted net assets c<ften have constraints on
resources lmposed by management which can be removed or medified.

27
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The Staterent cf Activities demonstrates the degree to which the direct expenses of
a gliven functicn cr sesgments are offset by program reverues. Direct oxpenses are
those clearly iderntifiable with a specific function. Program revernues include 1)
charges to customers ¢r apgplicants whoe purchase, use, or directly benefit from
goods, serwices, or privileges provided by a given furction and 2) grants,
contributicns and interest restricted to meeting the operational or capital
requirements of & particular functien. Property tax and other items not properly
ircluded among program revenues are reported instead as general revenues.

Fund Firancial Statements - Separate firancial statements are provided for
governmental, proprietary and fiduciary funds, ever though the latter are excluded
from the government-wide financial statements. Major individual governmental funds
are reported as separate columns in the fund financial statements. The District has
elected to present all funds as major funds for clarity of presentation.

The Distrioct reports the following major governmental funds:

Tne General Funcg is the general operating fund of the District. All general tas
revenues and cther revenues not allccated by law or corntractual agreemert to scme
ortner furd are accounted for ir this Zund., From the furd are paid the general
operating expenditures, including Instructional, support and other costs,

The Student Activity Fund 1s used to account for extra curricuiar activicies
conducted on bekalf of the students.

The Capital Projecis, Physical Plant and Equipment Levy Fund s utilized to
account for the maintenance and eguipping of the District’s facilities and other
capital assets.

The Managemenrt Levy Fund is uttilized for the payment of insurance, unemployment
and early retirement benefits.

The Debt Service Fund is utilized to account for the payment of interest and
rirncipal on the District’s general long-term debr.

The Capital Projects, Statewlde 3ales, Services and Use Tax fFund is used tc
account for all rescurces used in the acguisition and cornstructicn of capital
facilizies zrnd other capital assets.

The District reports the following major preprietary funds:

The =nterprise, Schocl Nutritiecn Zurd is used to account for the food service
cperations <f the District,

The District's Internal Service Fund is used to account fcor the health insurance
activities ¢f the District.

The District also reports fiduciary funds wnich focus on net assets and changes in
net assets. The District’s flduclary funds include the following:

The Private Purpose Trust Fund is used to account for assets held by the District
under trust agreements which require income earned ©o e used To beneflt

individuals through scholarsnip awards.

Measurement Focus and Basis of Accounting

The goevernment-wi.de, preprietary and fiduclary fund financial statements are
reperted usirg the ecgnamic resources measurement focus and the accrual basis of

zccounting. Revenues are recorded when earned and ewxpenses are recorded whern a
tiabllity 1is incurred, regardless of the timing of related cash flows. Preperty tax
is recognizad as revenue in the year for which it is levied. Grants and similar

items are recognized as revenue as soon as all eligibility requirements imposed by
“he provider have beenr satisfied.
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Governrental fund financial statements are reported using the current financial
rescurces measurement focus and the medified accrual basis of accounting. Revenuss
arc reccgnlzed as socn as they are beth measurable and avallable., Revenues are
considered to be available wnen they are collectible within the current period or
scon enough thereafter to pay llakilities of the current pericd. For this purpcse,
the government considers revenucs to be available if they are collected within &C
days after year end.

Froperty tax, lntergovernmental revenues {shared revenues, grants and reimbursements
frem cther gevernments) and interest assoclated with the current fiscal period are
all censidered to be susceptible to accrual. All other revenue items are considered

tc be measurable and avallable only when cash is received by the Districr.

Expenditures generaily are recorded when a liability is incurred, as under accrual
socCsunting.,  However, principal arnd interest on long-term debt, claims and judgments
anrnd compenssted absences are recegnized as expenditures only when payment is due.
Capiral asset soguisitions are repcrtea as eXpenditures in governmental funds.
Proceeds oI general long-term debt and acquisitions under capital leases are
repcrted as other financing sources,

Under the terms cof grant agreerents, the District funds certain programs by a
complnation of specific cost-relrbursement grants and general revenues. Thus, when
program expenses ave incurred, there are both restricted and unrestricted net assets
avallakle to finrarnce the program. It is the District’s policy to first apply cost-
reimpursement grant rescurces tTo such programs and thnen general revenues,

when an expernditure is incurred in governmental funds which can be paid wsing either
restricted or unrestricted rescurces, the District’s policy i1s gererally teo first
apply the experditure tcward restricted fund kalance and then te less-restrictive
clazssifications - committed, assigred and then unassigned fund balances,

The proprietaery funds of the District apply all applicakle GARSE pronouncements, as
well as the following pronouncerents issued on or before Novemper 30, 1%8%, unless
tnese proncuncements conflict with or contradict GASB pronouncements: Firanclal
Accounting Stcandards Board Statements and Interpretations, Acccunting Principres
3oard Cpirnions, and Accounting Research Bulletins of the Committee on Acccunting
Procedure.

Proprietary funds aistinguish operating revenues and expenses from non-cperating
items. Cperating revenues and expenses genrerally result freom providing services and
croducing and delivering goods in connection witn a proprietary fund’s principal
cngoling cperaticns. The principal operating revenues of the District’s Enterprise
Fund 1s c¢hrarges Lo customers for sales and services. Operating expenses for
Enterprise Funds include the cost of sales and services, administracvive expenses,
and depreciation on capital assers. The principal operating revenues of the
Internal Service Fund are transfers from the Seneral Pund. Cperating expenses
irclude health insurance and cther relatea benefits. All revenues and expenses not
meeting these gdeflinitions are reported as non-operating revenues and expenses,

The CisTtrict maintains its financial reccrds cn the casn basis. The financlal
staterments of the DisTtrict are prepared by making memorandum adiusting entries o
the cash basis financilal records.

]
o

Asscts, Liapilities and Fund Eguity

The following accourting policies are followed in preparing the financia
statements:

Zash, PFocled Investments and Cash Equivalents - The cash balances of most Districo
funds are pooled and invested. Investments are stated at falr value except for non-
negotlable certificactes of deposit which are stated at cost.

'aer purposes cf the statement of cash fiows, al! short-term cash investments that
are highly liguid are considered to be cash eguivalents. Cash equivalents are
reacily convertible tc known amounts c¢f cash and, at the day of purchase, they nave
a maturity date nc longer than three months.



Property Tax Receivable - Property tax in govermmental funds are accounted for using
the modified accrual basis of accounting.

Property tax receivable is recognized in these funds on the lewvy or lien dare, which
is the cate that the tax asking is certified by the Board of Education. Property
tax receivaple represents unpaid taxes for the current and prior years. The
succeediny year property tax receivable represents taxes certifled by the Board of
Education to be cellected in the next fiscal year for the purposes set cut in the
pudget fcr the next fiscal year. By statute, the District is required to certify
its kbudget in April cf eacn year for the subsequent fiscal year, Howewver, by
statute, the tax asking and budget certification for the following fiscal year
Eecomes effective on the first day of that year. Although tke succeeding year
property tax receivable has been recorded, the related revenue is deferred in heth
the goverrment-wide and fund financial statements and will not be reccgnized as
revenue unt:il the year for which it is Zevied.

Property tax revenue recognized in these funds become due and collectible in
September and March of the fiscal year with a 1%% per month penalty for delinquent
paymer.ts; 15 based on January 1, 2009 assessed property valuations; is for the tax
accrual peried July 1, 2010 through June 32, 20.1 and reflects the tax asking
contained in the budget certified to the County Board of Superviscrs in April, 2010,

Jug From Other Geverrnments - SDue from coLher governments represents amounts due from
the State of Iowa, varicus shared revenues, grants ard reimbursemerts from othexr
governments.

TnveniLories — TnvenLories are valued at cost using the first-in, first-cur method
for purchased ltems and government commodities. Inventories of proprietary funds
are recorded as expenses when consumed rather than when purchased or received,

Capital Assets - Capital assets, which include preperty, furniture and eqguipment and
intangikhles are reported in the applicable governmental or business type activities
coelumns in the government-wide Statement ¢f Net Assets. Capltal assets are recorded
at historical cost. Donated capital assets are recorded at estimated fair market
vaiue at the date of donation. The costs of normal maintenance and repair that do
not add to the wvalue of the asset or materlally extend asset lives are not
capitalized. Capital assets are defined by the District as assets with an initial,
individual cost in excess of the following threshelds and estimated useful lives in
croess of two years. Ko intangible assets were noted that exceeded the thresheold
ArmCunt.

Asset Class Amount
_and 5 2,000
Buildings 10,C0G
Improvements cther than buildings 12,020
Intangibles 50, C00

Furniture and eguipment:
School Natrition Fund eguipment 1,0C0
Other furniture and eguipment 1,0C0

Caplzal assets are depreciated using the straight line method over the fellowing
estimated useful lives:

Estimated

Useful Lives

Asset Class _In Years)
Ruildings 50 years
Improvements other than buildings 20-50 vyears
Intangibles 5-10 vyears
Furniture and eguaipment 3-15 years

Za_.aries and Berefits Payablc - Pavroil and related expenditures for employees with

arnual contracts correspending to the current schocl vyear, which are payable 1in
July, have peen accrued as liabilities.
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Ceferred Revenuz - Althcough certaln revenues are measurable, they are not availlable,
Availaklie means ccllected within the current year or expecied to be collected soorn
errough thereafter to be used te pay liabllitiss of the current year. DJeferred
revenue in the goverrmental fund firancial statements represents the amcunt of
assets that have been recognized, but the related revenue has not Deen recognized
since the assets are not col.iected within the current year or expected to be
collected sccn encugh thereafter to be used te pay liakilities of the current year.
Ceferred revenue consists of unspent grant proceeds as well as property tax
recelvables and other recelvables not collected within sixty days after vear end.

Ceferred revente in the 3tatement of Net Assets consists ¢f succeeding year property
tax and 1ncome surtax receivables that will not be recognized as revenue until the
vear for which it is levied as well as unspent grant proceeds.

Compensated Absences - District employees accumulated a limited amount of earned but
unused wvacation fcr subsequent use or for payment upon termination, death ozr
retirement. A liability is recorded when incurred in the government-wide financial
statements. A lisbility fer these amounts is reported in governmental fund
finarcisl statements c¢nly for employees who have resigned or retired. The
compensated absences liability is deemed to be immaterial at June 30, 201:

Long-Term Obligations - In the government-wide firancial statements, long-term debt
and other long-term obligations are reported as liabilities in the geovernmental
activities celumn 1n the Statement of Net Assers,

Furd Egaity - In the governmental fund firarcial statements, fund balances are
classified as follows:

Restricted - Amounts restricted to specific puarposes whern constraints placed on
the use ci the rescurces are either externally imposed by creditors, grantors or
state cr federal laws c¢r imposed by law through constituticnal provisions or
enzkling legislation,

Cormmliced - Amounts which can be used only for specific purposes determined
parsuant to constraints formzlly imposed by the Becard <f Education throucgh
resolution approved prior to year end. Those ccmmiftted armounts cannot be used
for any cther purpose unless the Board c¢f Educaticn removes or changes the
specifiea used by taking the sare action it employed To commit those amounts.

Unassigned - All amcunts not included in other spendable classifications.

Restricted Ner Assets - In the government-wide Statement of Net Assets, net assets
are reported as restricted when constraints placed on net asset use are elther
externally imposed by creditors, grantors, contributors or laws and regulations of
other governments or are imposed by law through constitutional provisions or
anabling legislaticn.

E. Budgers and Budgetary Accounting

The budgetary comparison and related disclcocsures are reported as Reguired
Supplementary Information. Juring the year enaed June 2320, 2011, expenditures
exceedaa the amcunt budgeted in the other expenditures function. The DJistrict did
rot exceeas the General Fund unspent authcorized pudget.

Cash and Pocled Investments

The District's depesits at June 30, 2011 were entirely covered by federal depository
insurance or oy the State Sinking Fund in accordance with Chapter 12C of the Ccde of
Zowa. This chapter provides for additicnal assessmenrts against the depositories o
nsure there will ke no loss cf public funds,
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The District is aurtherized by statute to invest public funds in obligations of the
United States government, its agencies and instrumentalities; certificates of deposit
cr other evidences oI deposit at federally insured depository institutions approved by
the Becard of Education; prime eligible bankers acceptances; certain high rated
cormerclal paper; perfected repurchase agreemerts; certain registered open-end
maragement investment companies; certain joint investment trusts; and warrants or
improverment certificates of a drainage district.

I

The Listrict kaa ro investments at Jure 35, 2011.
Capital Assets

Capizal asseis activity for the year ended June 30, 2011 is as follows:

Balance Balance
Beginning End of
of Year Increases Decreases Year
Governmental activities:
Capital assets not being depreciated:
Land 3 714,434 - - 714,434
Capital asserns being depreciated:
Langd Improvemencs 1,618,470 - - 1,618,470
Ruildings 10,540, 286 188,404 - 130,728,690
Furniture and Egquipment 3,129,032 180, 657 = 3,309,689
Poral caplta. assets belng depreciated 15,287,768 369,06% - uiéLﬁééggig

Lless accumulated depreciation for:

lard Improvemants 1,252,941 51,827 - 1,304,7¢8
Builaings 4,152, 968 217,556 - 4,370,544
Turniture and Eguipment 2,563,814 161,477 - 2,725,791
Total accumulated depreciation 7,569,743 431, 360 - §,401,102
Teral capital assets peing depreciated, net 7,318,045 {62,299 - 7,255,746
Governmental activivies, capital assets, net 56,032,475 (62,299 - 7,970,18C
Business type activities:
Furnitire and equiprent $ 137,698 331,785 - 163,483
Less accuruiated depreciaticon . Ailq,23c 12,237 - L2E, 467
Business type activities capital assets, net 5 23,468 15,548 - 43,016
Depreciation expense was charged to the following functions:
Govaernmental activities:
Una.located 3 431, 3e0
Birsiness Type activities:
Food service cperaticns 5 12,237
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Bonds Payable

Details of the District’s June 30, 2011 general opligation ponded indebtedness are as
folZows:

Year
Ending Interest
June 30, Rates Principal Interest Total
2012 4,30% § 465,000 131,925 596,925
2033 4,30 480,C00 115,650 595,650
2014 4.40C 435,000 58,610 593,610
2015 4.50C 220,000 g0, 730 605, 730
2016 4.60 335,000 61,8°0 586,810
2017 4,70 560,000 47,283 602,283
2018 4.7C 575,000 21,562 596,562
Total 3,630,000 552,630 4,162,830

Changes in Long-Term Debt

Balance Balance Due

Beginning End of Within
Year Additions Reductions Year Cne Year
Net CPEB Liakility 5 11,267 11,372 - 22,639 -
Bornd Payable 4,080,000 - 453,000 3,630,0C0 465,000
Early Retirement 553, 658 - 210,431 343,227 79,417
Total 54,644,925 11,372 660,431 3,995,866 544,417

Pension and Retirement Benefits

The District contributes to the Icwa Public Employees Retirement System (IPERS) which
15 a cost-sharing multiple-employer defined benefit pensicon plan administered by the
State of Iowa, IPERS prevides retirement and death benefits which are established by
state statute to plan members and beneficiaries. I[PERS issues a publiciy available
financial report that includes financial statements and reguired supplementary
information. The report may be obtained by writing to IPERS, PO Box 9117, Des Moines,
Iowa, 50306-3117.

Plan members are reguired to contribute 4.50% of their annual salary and the District
is required to contribute €.85% of annual covered salary. Contribution reguirements
are estaplished by State statute, The Cistrict’s contribution to IPERS for the years
ended June 30, 201X, 2010, and 2009 were 33985,680, 5387,527, and $367,53% respectively,
equal to the regquired contributions for each year.

Area Education Agency

The District L1s required by the Code of Iowa to budget for its skare of special
educaticon support, media ard educational services provided thrcough the area education
agency. The District’s actual amoun:t for this purpcse totaled $413,858 for year ended
Jure 30, 2011 and 1s recorded in the Genera: Fund by making a memorandum adjusting
entry ©o the cash basis financlal statements.

Early Retirement

Pricr to the fiscal year ending June 33, 2011 the District offered a woluntary early
retirement plan to 1ts certified employees. Eligible employees must have been at least
age fifty-five and must have completed fifteen years of continuous service to the
District. Employees completed an application which was required to be approved by the
Board of Tducation. The early retirement incentive for each eligible employee was
equal to the employee’s salary calculated by using the current year regular salary
schedule, less the current year base pay. Barly retirement benefits paid during the
vear ended June 30, 2011 totaled $210,431. Payments will contirue through the fiscal
year ending June 33, 2020,
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Risk Management

Cherckee Community School District is exposed to various risks of loss related to
torts; theft; damage To and destruction of assets; errors and omissions; injurieg to

emoloyees; and natural disasters. These risxs are covered by the purchase of
comrercial insurance. The District assumes liability for any deductibles and claims in
excess of coverace limitations. Settled claims from these risks have not exceeded
commercial insurance coverage in ary of the past three fiscal years.

Interfund Transfers
Tne detail of interfunc transfers for the year ended June 30, 2011 is as fcllows:

Transfer tTo Trarsfer from Emount

Debu Service Capita. Projcc:s 5600,37%

Transfers general’y move revenues from the fund statutorily required to collect the
resources to the fund statuterily reguired to expend the resources.

Other Postemployment Benefits (OPEB}

Blan Descripticn -~ The District operates a sing.e-employer retiree benefirt plan which
provides medical and prescriptior benefits for retirees and their spouses. There are
137 active and 21 retired members in the plan. Participants must be age 55 or older at
retirement.

The medica./prescription drug benefits are provided through & fully-insured plan with
Welirmark, Retirees under age 65 pay the same premium for the medical/prescription drug
bernefit as active empleyees, which result in an implicit subsidy and an OPEB liability.

Tunding Folicy - Tre contributicn reguirements of plan members are established and may
be armerded by tne District. The District currencly finances the retiree bhenefits ovlan
on a pay-as-yol-go basis.

Annual CPZB Cost and Net OQPER Ckligation - The District's annual OPEE cost is
caiculated kased on the annual required contributicon (ARC) of the Districrt, an amount
aczuarially determined in accordance with GASE Statement No. 45. The ARC represents a
_evel of funding which, if pald on an ongoing basis, 1s projected to cover ncrmal cost
each year and amortize any unfunded actuarial Yiabilities over a period not to exceed
30 years.

The following table shows the comporents of the District's annual OPEE cost for the
year ended June 30, 2011, the amount actually cortributed to the plan and changes in
the Cistricc's net CPEB obligation:

Znnual reqguiired contribution 5 1i8,180
nterest on net OPEB Obligaticon 282
Adjustrment to annual required gontribution {8,150

Anraal CPER Cost 123,312
Contributicors made (98,940

Increzse 1in neZ OFEB obligation 21,372
Net OPEB obligation beginning of year ~1,247
Net OPEB obligatior end cf year 522,635

¥or ca.culaticn of the net OPEB cbligaticn, the actuary has set the transition day as
Jaly 1, 283%.  The end of the year net OPEB ckligaticn was calculated by the actuary as
“he cumulative difference between the actuarially determined funding requirements and
the actual contributions for the year ended June 30, 2031,

The year ended June 30, 2011, the District contributed $95,940 to the medical plan.
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Tne District’s annual OPEB cost, the percentage of annual CPEB cost ceontributed teo the
plar and the net CPZB okligation as of June 30, 2011 are surmarized as follows:

Fercentage cf

Year Ennual Annual OPLE Net OPER
Ended OPEE Cost Cost Centribuced Coiigation
June 20, 2010 5114,081 80. 1% 511,267
June 20, 2011 5118,180 89.7% $11,372
Funded Startus and Funding Progress - As of July 1, 2008, the most recent actuarial

valuation gate for the period July ', 2010 thnrough June 30, 2011, the actuarial accrued
ligbility was $1.055 million, with no actuarial wvalue of assets, yesulting in an
unfunded actuarial accrued lisbility (GRAL) of $1.055 million. The covered payroll
rannual payroll of active employees covered by the plan) was approximately $6,081, 000
and the ratio of the UBAL to covered payroll was 17.3%, As of June 303, 2Cll, there
were nce trust fund assets.

Actuarial Methods and Assumptions - Actuarial valuations of ar c¢ngeing plan involve
estimates of the value of reported amounts and assumptions about the probabilicy of
occurrerce of events far into the future. Examples include assumptions about future
employment, mortality and the health care cost trend. Actuarially determined amcunts
are subject to coniinual revision as actual results are compared with past expectaticns
and new cstimates are made abour the future, The Schedule of Funding Progress,
presented as Requaired Supplementary Information in the section following the HNeotes to
Financial Statements, presents multiyear trend informaticn about whether the actuarial
vaiuve of plan assets is increasing cr decreasing over time relative tc the actuarizl
accorued liabilities for benefits.

Projecticns of benefits for financial reporuing purposes are based on the plan as
understocd by the employer and the plan mempers and include the types of benefits
croviced at the Time of each waluaticn and the historical pattern of sharing of benefit
costs between the employer and pian members o that poirt, The actuarial methods and
assumpticns used include techrigques designed to reduce the effects of short-term
voiatbility in actuarial accrued liabilities and the actuarial wvalue of assets,
consistent with the long-term perspective of the calculaticns.

As of the July 1, 2C3% actuarial wvaluatior date, the frozen entry age actuarial cost
methoa was uscd. The actuarial assumprticns includes a 2,5% discount rate based on the
District's funding policy. The profected annual mredical trend rate is &%,

Mortaiity rates are from the %4 Group Annuity Mortality Table, applied on a gender-
specific pasis. Annual retirement and termination probabilities were developed from
informaticn preovided by the Districr.

The UARL is being amcrtized as a level percentage cof projected payroll expense on an
open basis over 30 years.

Contingency
The District is being sued in regards to a fall that occurred during 2008 homecoming
window palnting. District legal counsel has advised us that they will be vigorously

deflerding the Jistrict in this matter. The District’s liabkility insurance oolicy wiil
adeguately cover any costs on behalf of the District.
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Accounting Change/Restatement

Governmertal Accounting Standards Board Statement No. 54, Fund Balance Reporting and
Gowvernmental Fund Type Definitions, was implemented during the year ernded June 3G,

201:. Tne affoct of fund type reclassifications is as follows:
Capital Projects, Special Revenue,
Fhysical Plant Physical Flant
and Equipment and Equipment
Levy Levy
Balances June 30, 2C10, as previously repocrted s - 143,822
Change in fund type classification per implementation
cf GASB Statement No, 54 141,822 (14:,822]
Balances July 1, 2010, as restated $141,822 -
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CHERCKEE COMMUNITY SCHOCL DISTRICT
Mote Lo Reguired Supplementary Information - Budgetary Reporting
Yoar ended June 30, 2011
This bpudgetary comparison is pregented as Bequired Supplemerntary Information in
accerdance with Sovernmental Accourting Standard Board Statement No, 41 for governments

with significant budgetary perspec.live differences resulting from not keing able to
present budgetary compariscns for the General Furd and each mafor Special Revenue Fund.

Irn acoordance with the Ceode of Ilowa, the Beard of Education annually adopis a budget
follaowirg reguired public rotice and hearing for zll funds except Private Purpose Trust

ard Agenty Funds., The Dbudget may be amended during the year utilizing similar
statutorily prescribed procedures. The District’s budget 1s prepared on the GAAP
basis,

Formal ard legal kudgetary contrcl for the certified budget is pased upon four maior
classes of expenditures known as functions, not by fund. These four functions are
instructien, support services, non-instructicnal programs and cother expenditures.
hlrnough the busget dccument presents function expenditures cor expenses by fund, the
iegal level of control is at the aggrecated function lewvel, rot by fund. The Code of
Iowa also provides that District expenditures in the General Fund may not exceed the
amcunt authorized by the school finarnce formula.

Curing the year ended June 30, 2011, expenditures in the other expenditures function
exceeded the amcuant budgeted. The District did nct exceed 1ts General Fund unspent
authorized budgez.



CHERQKEE COMMUNITY SCHOCL DISTRICT

Schedule of Funding Progress for the
Retiree Health Plar
{1n Thousands,

Fegulred Suprlementary Information

Aotuaris’l JARRAL as a
Bcrtuarial boorued Unfunded Parcenrtage
Year Acortuarial Value of Ligbility ART Funded Covered of Covered
Endad Valuatlicn Azsets {AAL} (UAAL; Ratic Payrell Bayroll
Jurnie 30, Late ‘a) ibi th-a) ta/b} (c) iib-ai/c)
2010 Jul 1, 2009 50 51,14 5i,141 0.0% 35,4956 19.2%
2011 Jul 1, 2009 $90 51,055 31,055 0,0% $6,081 17.3%

See Note 11 in the accompanying Notes te Financial Statements for the plar description,

tunding policy, annual OPEB Cost and Net OPEB Obligation, furnded status and funding pregress.

wn

oo accempanying lndependent auditor’s report.
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Scheduie of Changes in Specia: Revenue Fund,

AcCount

Drama

Speecn

Music

WHZ Vocal Fundraising
WHS Barnd

Crecss Country

WHS Cheerleaders
Welghriifting

Bzoys Basketoall

Boys Basketpall Tundralser
Foctiall

Foolpall Furndraiser
Bazopall

Baseball Fundreiser
Boys Track

Boys Tennis

Boys Sclf

Wrestling

Wrestling Fundralser
5irls Basketbzll
Girls Basketbal. Fundraiser
Volleveall

Vzolleyball Fundraiser
Girls Szftball

cftisll Fundraiser

1 I

GZivis Track

n

Giris lennis
Glris Golf
Cherokezrn
National Horor Saociety
Drug Free Lifestwvles
Art Club

Student Ccuncil
Concessicns

FCZLA

Gorman CLup

Spaniszh Clib
Culinary Arts
Srecial Athletes

Clzss ot
Zlass
Clasz of

Class

CZlass

CHERCKEE COMMUNITY SCHOOL DISTRICT

Student Activity Accounts

Schedules 1

Year ended June 30, 201°
Balance Balarnce
Beginning End cf
of Year Revenues Expenditures Year

% - 2,259 1,884 375
- 3,384 3,364 -
- 1,133 1,132 -
2,037 28,1495 27,38% 3,847
- 3,809 3,805 -
- 263 883 -
5,605 3,090 £, 734 1,561
EINY - - 900
- Z,728 2,728 -
344 659 545 494
- 5,083 4,107 976
6,548 57,076 58,4549 5,1e5
- 4,427 4,427 -
1,794 1,196 Z2,024 8966
- 1,754 1,754 -
- 383 245 114
- 1,465 1,465 -
- 2,544 2,544 -
1,208 17,168 14,376 -
- 2,341 2,341 -
1,150 5, 8349 2,418 4,571
- 3,422 3,422 -
3,455 1,813 4,931 5,377
4,569 4,589 -
734 420 - 1,254

- Z2,09¢ 2,096
- 269 269 -
- 1,863 1,8€3 -
8,037 11, 389 13,080 J3€
£45 524 404 5¢5
2,388 - - 2,388
BEE 210 325 1,041
5,308 3,513 2,449 6,320
235 12,440 11,394 281
1,423 443 475 1,396
5,235 - 268 4,967
1,930 1,841 710 3,062
2,222 2,052 1,852 2,427
- 1,00% 2,005 -

33 - -
2,225 - - 2,235
- 510 510 -
- 210 - 210
1,050 - 1,050 -
1,262 210 &5 1,407
4085 210 62 643



Schedule 1

{continued)
CHERQKEE COMMUNITY SCHOOL DISTRICT
Schecule of Charnges 1n Special Revenue fund, Student Activity Accounts
Year ended June 30, 2011
Balance Balanrce
Beginning End of
Acceunt of Year Revenues Expendizures ___Year

Bromn 1,752 9,198 G,712 1,208
Intarest on Investments - 132 - 132
WES Athletics - 9,814 9,814 -
WES Actiwvities - Tiocxet Sales - 21,049 21,046 -
WES Athlevtlc Por & Juice 944 76 - 1,020
WHS Safety Classes and Zadiocks 64 202 - 771
Storexking Tlass 937 1,373 404 L, 0048
Ligrary (lug 20 - - 20
Tth/81n Student Council 1,557 5Ga E74 1,279
Sth/€th Student Coungil 366 - 74 292
CME Achletics - &, 607 &, 607 -
Middle Schocl ¥Yelleyball 286 - 2886
CHMS Rand - 948 -
CME Vocal - 212 -
CME Activity Resale 268 505 595 2E8
CMS Hoops Festival 165 - - 1e5
Total 3 68,811 244,862 253,422 65, 251

See accompanving independent auditor's report.




Schedule 2

CHEROKEE COMMUNITY SCHOOL DISTRICT

Comzining Statement of Fiduciary Net Assets -
Private Purpose Trusts

Year ended June 30, 2011

Student Vera
Cocp nterest Thomas Schelarskhip Pratt
Learning Account Account Tund Memorial Totals
Asgets
Cash and pocled investmernts 3 11z 5{9"3 2,775 13,228 38,777
& 112 5,088 7,574 2,775 132223 38,777
Net assets
eserved for special purposes S 112 5,068 1,e4 2,775 13,228 36,777
3o 12 ) 5,088 7,574 2,775 13,228 38,7717

See accompanying irdependent auditor's report.
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Schedule 3

CHERQOKEE COMMUNITY SCHOOL DISTRICT

Zcrbinirg Schedule of Charges of Fiduciary Assets and Liapilities -
Private Purpose Trusts

Year ended June 30, 2011

43

Student Vera
Coop Interest Tnomas Schelarship Pratt
Learning Account Account Fand Memorial Tctel
Reverlics:
Local sources:
Interes:c ¢ investments 3 - 145 - - 4 14
Contributions - -~ - 5,400 348 3,748
- 145 - 5,400 3E2 5,837
Expenditures:
rstructiorn:
Regu_ar irnstruction:
Other - - 1,633 6,430 200 8,232
- - 1,632 6,400 200 8,233
Excess (deficiency) cf revenues
ovel iunder) expenditures - 145 {1,631 i1,000) 152 {2,336)
Balarce beginnirg of year 112 4,543 19,207 3,775 .13, 678 41,113
Balarce ena <f year S 112 5,088 17,574 2,775 13,228 38,777
‘ee acoompanying independent auditor's repcort,
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Schedule 5

CHERQKEE COMMUNITY SCHOOL DISTRICT
Zchedule of Expenditures of Federal Awards

Year ended Juare 30, 2Cl1

CFDA Grant
Grantor/Progran Numbe r HNumker Expenditures
Indirect:
U.8, Departrent of Agriculture:
Iowa Cepartment of Educaticn:
Schocl Nutrition Cluster Programs:
School Ereakfast Program 10,553 Fyll 32,085
Food Distrikbution (non-cashi 10,5505 FYll 3l, 206
surrer Food Zrogram for Children 10,559 Frll g,1049
Kationa. School Lunch Program 10.555 Frll 165,525
234,530
U5, Cepartment of Rducaticn:
Lowa Departmert of Educatiorn;
Tizle 1 Srarnts t: lLocal Edugational Agencies £4.010 Fyil 147,389
ARBRA - Title I Grants to Local Educatignal Agencuies,

Raecovery Act g4.38% Fvll 48,204
ARRA - State Fiszal Suabilization Fund (SFSF1 -

Bducation 3tate Grants, Recovery Act 84.394 Frll 56, hEg
Improvirg Peacher Quality States (Grants 84,367 FYll 4G, 043
Srants for Assessments and Related Activities 84.369 Y11 E,461
Varcational Education - Basic Grants to States £4.048 FY11l 8,473
Prglish Language Acquisition Grant 84.3€5 EYll 2,523
Egucaticn Jobs Fund 54,041 EY1l 33,805

Norohwest Arca Rducatlzon Agengy d:
ARBMA - Spec:ial Educaticr - Grants to States,

Recovery AcT 4,391 EYLl €5, 295
Spacial Edugation - Granrts to States (TDEA Par: B: §4.027 Eyli .. _51,€83

Tanal 5 704,376
Basis of Presentation - The Schedule cof Expenditures of Federal Awards irncliudes the federal grant

acrivity of Cherokee Ccommunity Scheocl District and is presented on the accrual or modified accrual
lrasis of accounting. The informaticr on this schedule is presented in accordance with the requirements
of OMB Circular A-133, Audits of States, Local Governments, and Nen-Profit Organizations. Therefore,
some amounts presented in this schedule may differ from amcunrts presented in, or used in the
preparation ¢f, the kasic financial statements,

Jee acoomparying independent auditor's repeort.
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BRUCE D. FRINK

Certified Public Accountant

Independent Auditer's Report on Internal Control
over Financial Reporting and on Compliance and Other Matters
« Amencan Institute of Certified Based on an Audit of Flnan01a} Statements Ferformed in Accordance
Public Accountants with Government Auditing Standards

Member:

» lowa Society of Certified
Fublc Accountants To the Board of Education of the
Cherokee Community School District:

We have audited the accompanying financial statements of the governmental
activities, the business type activities and each major fund of Cherokee

Services: Community School District as of and for the year ended June 30, 2011,
_ which collectively comprise the District’s basic financial statements
-lmwwwh$mﬁymmém listed in the table of contents, and have issued our report thereon dated
Corporate Tax Preparation January 9, 2012, We conducted our audit in accordance with U.S. generally
« Year Round Tax Planning accgpted audiping gtandards and the standards applicable to financial
audits contained in Government Auditing Standards, 1ssued by the

« Electronic Filing Comptroller General of the United States.

Payroll & Sales T . . .

.ngmm: S Internal Contrel Over Financial Reporting

« LR.3. Representation In planning and performing our audit, we considered Cherokee Community

Schoel District’s internal contrel over financial reporting as a basis for

designing our auditing procedures for the purpose of expressing our

« Data Processing Services opinicons on the financial statements, but not for the purpose of

expressing our opinion on the effectiveness of Cherokee Community School

District’s internal control over financial reporting. Accordingly, we do

« Compulsrized Finansial not express an copinion on the effectiveness of Cherokee Community School
Statements District’s internal control over financial reporting.

« MonthlyiQuarterly Write-Up

« Payroll Preparation

+ Bank Loan Assistance Qur consideration of internal control over financial reporting was for the

limited purpose described in the preceding paragraph and was not designed
to identify all deficiencies in internal contreol over financial reporting
that might be significant deficiencies or material weaknesses and,
therefore, there can be no assurance all deficiencies, significant

Plus: deficiencies or material weaknesses have been identified. However, as

_ described in the accompanying Schedule of Findings and Questioned Costs,

'?W’?%?WOfapW“eam‘ we identified certain deficiencies in internal control over financial
xperi

reporting we consider to be material weaknesses.
« Evenings & Saturdays Available

by Appointment A deficiency in internal control exists when the design or operation of
the control does not allow management or employees, in the normal course
of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or
a combination of deficlencies, in internal control such that there is a
reascnable possibility a material misstatement of the District's financial
statements will not be prevented or detected and corrected on a timely
basis. We consider the deficiencies in internal control described in Part
II of the accompanying Schedule of Findings and Questioned Costs as items
IT-A-11 and II-B~1l1l to be material weaknesses.

« Extended Hours During Tax
Season

A significant deficiency is a deficiency or combination of deficiencies in
internal control that is less severe than a material weakness, vyet
important enough to merit attention by those charged with governance. We
noted no items which we consider to be significant deficiencies.

202 Central Avenue Fast Phone: (515) 532-6659
P.O. Box 241 Fax: (515)532-3677
Clarion, JA 30325 brucei@frinkepa.com
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Compliance ard Qther Matters

As part of obtaining reasonakle assurance about whether Cherckee Cormunity Scheol
District’s firancial statements are free of material misstatement, we performed tests
ol Zts gompllance with certain provisions of laws, regulations, contracts and grant
agreements, non-compllance witnh which could have a direct and material effect cn the
determinaticn of Zfinarcial statement amounts. Ecocwever, providing an cpinion on
compliance with those provisions was not an okiective of our asudit and, accordingly, we
do not express such ar eopinion. The resulzs of ocur tests disclosed no instances of
non-compliance or cther matters rthat are reguired tc be reported under Government
Auditing Standards. However, we noted certain instances of non-compliance cr other
matters that are described in Part IV of the accemrpanying Schedule of Findings and
guestioned CJosts.,

Comments invelving statutory and other legal matters about the District'’s gcperations
Inr the year ended June 30, 2011 are based exciusively on knowledge cbtained from
procedures performed during our audit of the financlal statements of the District,
Since ocur audit was based on tests and samples, nct all transactions that might have
had an impact cn the comments werse necessarily audited, The commnents involwing
staTatery ard other legal matters are not intended to constizuze legal interpretaticns
0f fChose statutes.

Cherokee Community School District’s responses to findings identified in our audit are
gescribed in the accompanying Schedule ¢f Findings and Questioned Costs. Wnile we have
expresssd our conclusions on the Zistrict's responses, we 4ld not auadit Cherckee
Corrunity Scncol District’'s respenses and, accordingly, we express no cpinicn cn them.

This report, a public record by law, is interded solely Tor the infermation and use of
the officisls, emxployees and citizers of Cherokee Communivy Schoeol District and other
parties tc whom Cherckee Community 3cheol District may report, including feaderal
awarding agencies anrd pass-through entities, and is not intended to be and should not
be used by anyone other than these specified parties.

vWe wcula like te ackncowledge the many courtesies and assistance extended o us by

perscnnel of Cheroxee Community Scheool District during the course of cur audit. Should
you kave any guestlons cencerning any of the above matters, we shall ke pleased to

dizcuss them with you at your convenience,

BRUCE D. FRINK
Certified Public Accountant

Januvary B, 2012
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Member:

» American Institute of Certified
Public Accountanis

» lowa Soctety of Certified
Public Accauntants

Services:

« Individual, Partnership and
Corporate Tax Preparation

» Year Round Tax Pianning
« Electronic Filing

» Payroll & Sales Tax
Preparation

+ [.R.5. Representation

« Monthly/Quarterly Write-Up
« Data Processing Services
» Payraolt Preparation

» Computerized Financial
Statements

» Bank Loan Assislance

Plus:

» Qver 30 yaars of Expertise and
Experience

+ Evenings & Saturdays Available
by Appaintment

+ Extended Hours During Tax
Season

BRUCE D. FRINK

Certified Public Accountant

Independent Auditor’s Report on Compliance with Regquirements
That Could Have a Direct and Material Effect on Each Major
Program and on Internal Control over Compliance in
Accordance with OMB Circular A-133

To the Board of Education of
Cherokee Community Scheol District:

Compliance

We have audited the compliance of Cherckee Community School District's
compliance with the types of compliance requirements described in the U.5.
Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that could have a direct and material effect on each of Cherckee Community
School District’s major federal programs for the year ended June 30, 2011.
Cherckee Community School District’s major federal programs are identified
in Part I of the accompanying Schedule of Findings and Questioned Costs.
Compliance with the requirements of laws, regulaticns, contracts and grant
agreements applicable to each of its major federal programs 1is the
responsibility of Cherckee Community Schocl District's management. Qur
responsibility is to express an opinion on Cherokee Community School
District's cempliance based on our audit.

We conducted our audit of compliance in accerdance with U.S. generally
accepted auditing standards, the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller
General of the United States, and OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Qrganizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to cbtain
reasonable assurance about whether non-compliance with the types of
compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Cherokee Community School
District’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe
our audit provides a reasonable basis for our opinien, Our audit does not
provide a legal determination on Cherokee Community School District's
compliance with those requirements.

In our opinion, Cherckee Community Scheool District complied, in all
material respects, with the requirements referred to above that ceould have
a direct and material effect on each of its major federal programs for the
year ended June 30, 2011.

Internal Contrel over Compliance

The management of Cherokee Community School District is responsible for
establishing and maintaining effective internal control over compliance
with requirements of laws, regulations, contracts and grant agreements
applicable to federal programs. In planning and performing our audit, we
considered Cherokee Community School District’s internal control over
compliance with requirements that could have a direct and material effect
on a major federal program in order to determine our auditing procedures
for the purpese of expressing our opinion on compliance and to test and
report on internal control owver compliance in accordance with OMB Circular
A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Cherckee Community School
District's internal control over compliance,

202 Central Avenue East
P.O. Box 241
Clarion, [A 50523
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bruce@frinkcpa.com



Qur consideration of internal contrel over ccrpliance was for the limited purpese
described in the oreceding paragraph and was not desigred to identify all deficiencies
ir interral czontrol over compliance that might be significant deficiencies or material
Weaknesses and therefore, there can be no assurance all deficiencies, significan:
deficiencies or material weaknesses have been identifled. However, as discussed below,
we ldentified a deficierncy in internal centreol over compiiance that we consider to be a
material weakness.

ey

deficiercy in the District’'s internal control over compliance exists when the design
yr cperation of a control over compliance does not allow management or employees, in
re normal ccurse of performing their assigned functicns, to prevent or detect and
orrect noncompliance with a type of cempliance requirement of a federal pregram cn a
“imely basis., & material weakness in irternal control over compliance is a deficiency,
or cemplinagiion of deficiencies, ir internal contrcl over compliance such that there is
a reascnable possibility material noncompliance with a type of compliasnce reguirement
of a federal program will not be preverted cor detecrted and corrected on a timely basis.
We consider the deficiency in internal control over compliance described in the
accompanying Schedule of Findings and Questioned Costs as item IITI-A-11 to be a
material weakness,

-

1 &t C

Cherokee Commurity Schocl District’s responses to the findings identifled in our audit
are described in the accompanying Schedule of Findings and Questioned Costs, While we
have expressed our conclusicns on the District's responses, we did not audit Cherokee
Jommunity Schecol District's responses and, accordingly, we express no opinion on them.

i}

i
oo
i)

report, a puklic record by law, !s interded solely for the information and use of

officizls, emplcyees and citizens of Cherokee Community School District and other
les tc whom Cherckee Community School District may report, including federal
ding agencies ard pass-through entlities, and is not intended o be and should not
used by anycne cther tharn these specifled parties.

Poe 9. Fot

BRUCE D. FRINK
Certified Public¢ Accountant

e

[a TR o T T
b}
M
b4t

M

Jarnuary 9, 2012
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CHEROKEE COMMUNITY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs

Year ended June 30, 2011

Part T: Summary of the Independent Auditor’s Results:

= Ungqua:ified cpiricns were issued on the firancial statemernus.

ik Materlal weaknesses in internal control over financial reporting were disclosed by the
audit of the financia statements,

(c) The audit did rot disclcse any noncompliance which is material to the financial
statements.

id) A marerial weakness in irnternal control over maior programs was disclosed by the audit
nf the Iirancial statements.

el An ounguasified opinicon was issued cn compliance with regquirements applicakle to each
mMasor program.

] The audit disclesed no audit findings which are reguired te be reported in accordance
with Cffice of Management and Budaet Cilrcular A-133, Section .E510{a).

ig)  Mzjor progrars were as follows:
J ] 4 g

Title 1 Clustered Programs:

s CFDA Number 84.38% - ARRA - Title I Grant to local Educational Agencies, Recovery
Act

s  CEFDA Number 84.010 - Title 1 Grants -o Local Educztional Agencies

* GZchoel Nutriticn Clustered Programs:

e CFOA Number 10.553 - Schcool 3Breaxfast Program
* CFDA Numper 10.555 - National School Lunch Frogram
¢ CFDA Numrber 10,5592 - Summer Focd Service Pregram for Children

‘h The dollar threshold used o distinguish between Type A and Type B Drograms wWss
S3C0,000.

Cherckee Community School District did not gqualify as a low-risk auditee,
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Part II:

CEERCKEE COMMUNITY SCHOOL DISTRICT
Schedule of Findings and Questicned Costs

Year ended June 30, 201:%

Findings Related to the Financial Statements:

INSTANCES OF NON-COMPLIANCE:

No matters were noted,

INTERNAL CONTROL DEFICIENCIES:

TI-A-

1

Segregaticon of Duties - One impertant aspect of the internal control is the
segragation of duties among employees to prevent an individual employee from
hardiing dutles which are incompatible., Although the District does a fine job of
dividing incompatible duties among existing personnel, the District Secretary
st21l has the ability to override the system without the knowledge of any cther
perscnnel.

Recommendarion - We recommend that the District centinue to segregate
incompatible duties as much as possible, reviewing them annually to achieve the
maximum segregatiocon possible within the existing perscnnel. We realize that the
District Secretary has large number of required duties under the Code of Icwa
which makes the situatiorn difficul=. We also realize that the District nas a
limited budget within which to hire additionzl personnel,

Response - We wil: continue to review and impiement new procedures, when
possible, to achieve the maximum segregation with existing personnel.
Conclusicn - Response accepted.

Aucitcr Drafting cf the Financial Statements and Related Footnote Disclosures

Commert - As in prior years, we were requested to drafr the audited financial
tatements and related footrnote disclcocsures as part of our regular audit
services, SASE 115, an auditing standard from the American Institute of Certified

Public Accountants, reguires audircrs to communicate this situation as an
interral contrel deficiency. Ultimately, it is management’s responsibility to
provide for the preparation of the District's statemencts and footnotes, and the
respcnsibility of the audiztor to determine the fairness of the presentation of

those statements. From a practical standpoint we deo both for you at the same
time in connection with cur audiz. Thls is not unusual for us toe do this with
crgarizaticns of your size. However, based on this auditing standard, it is ocur

respcnsibility te inform you that this deficierncy could resulit in a misstatement
to the financial statements that could have been prevented or detected by the
Cistricn’'s management. As in prior years, we have instructed managemenrt o
review a adraft of the auditor prepared financial statemerts ir detail for their
accuracy, we have answered any guestions they might have, and encouraged research
vf any accounting guidance in ccornection with the adequacy and appropriateness of
classification and disclosure in your financial statements. We are satisfied
that the appropriate steps have been taken to provide you with tThe completed
financial statements.

Reccrmmendaticn — It is the responsibllity of management and those charged with
goverrance tc make the decision whether to accept the degree of risk associated
with this conditicn because of cost or other considerations.

Resgonse - We feel our review of the draft financials is adequate for us to

Ec:ept this risk,

Conclusion - Respecnse accepted,



Part III:

CHEROKEE COMMUNITY SCHOOL DISTRICT
Schedule cof Findings and Cuestioned Costs

Year ended Jure 30, 2011

Findings and Questioned Costs for Faederal Awards:

INSTANCES OF NON-COMPLIANCE:

Ne matters were ncted.

INTERNAL CONTROL DEFICIENCIES:

CFDA Number 84.389 - ARRA - Title I Grants to Local Educational Agencies, Recovery Act
CFDA Number 84.010 - Title I Grants to Local Educatiocnal Agencies

Federal Award Year: 2011

US Department of Education

Passed through Iowa Department of Education

CFDA Number 10.553 - School Breakfast Program

CFDA NUMBER 10.555 - National School Lunch Program

CFDA NUMBER 10.559 - Summer Food Service Pregram for Children
Federal Award Year: 2011

US Department of Agriculture

Passed through Iowa Department of Education

ITI-A~11

Segregaticn cf Duties - The District did not properly segregate custody, recocrd
xeepirg and reconciling functicrs for funds, Including those related to Federal
programs,

Recommerdation - We rececmmend that <the District continue to segregate
incomrpatiple duties as much as possible, reviewing them annually to achieve the
raximum segregaticnh pessible within trhe existing personnel. We realize that the
District Secretary nas large number of required duties urnder the Code of Iowa
which maxes the situaticn difficult. We alsc reallize that the District has a
lirmited budget within which o hire additicnal perscnne..

Respense and Cerrective Action Zlarned - We wiil continue to review and implement
rew crocedures, when possible, to achieve the maximum segregation with existing
ocersennel .

Conclusion - Response acocepted.

Part IV: Other Findings Related to Required Statutory Reporting:

Iv-A-11

Iv-8-11

Certified Budget - Expenditures for the year ended Jurne 30, 201! exceeded the

bidget amount ir the other expenditures function. The District did not exceed
its unspent authorized budget.

Recommendaticr — The certified budget should have beern amended in accordance with
Chapter 24.% cof the Ccde of ITowa before expenditures were allowed to exceed the
budcgert.

Regponse — Future pudgets will be amended in sufficient amcunts tc ensure the
certified budger i3 not exceeded.

Conclusion - Response accepted.

Questicnable Expenditures - Nec expernditures we pelieve may not meet the

requiremenrnts cf public purpose as defined in an Attorney General’s opinion dated
Bpril 25, 197% were noted.

[%a]
2%



CHERCKEE COMMUNITY SCHOCQL DISTRICT
Schedule cf Findiras ard Questioned Costs

Year ended June 30, 2011

Part IV: Other Findings Related to Required Statutory Reporting:

{continued) :
IV-Cc-11
TV-D-11
IY-E-11
TW-F-11
IV-G-11
I¥=-7-21
Iv-I-11
IV-J-11
PV=-K=11

Travel EDxmense - dNo expenditures of District money for travel expenses of spouses
of Uistrict cfficials or emgplcoyees were noted. No travel advances to District
officials or employees were ncted.

Business Transactions - No business transactions between the District and
Discrict officials cor employees were noted.

Bord Ccverage - Burety bend coverage of District officials and employees is in
accaordarce with statutory oprovisions. The amount of coverage should be reviewed

anrnially to ensure that the coverage is adeguate for current operations.

Beard Minutcs - Ne transactions reguiring Board avproval which had not been
aprrovea by the Board were noted,

ed Enrollment - No variance in the basic enrcllment data certified tc the

Departmert of Education were noted.

Supplementary Weighting - No wvariances regarding the supplementary weighting
certified to the Towa Department of Education were nocted.

Depogit and Investments - No instances of non-compliarce with the deposit and

‘nvestment provisions of Chapter 12B and Chapter 12C of the Code of Iowa and the
Jlstrict’s 1nvestment pclicy wore noted.

Certified Arruai Repcrt - The Cercified Arnual Report was certified time.y to the
lowa Uegartment oI Egucatiorn,

Categerica. Funding - No instances were ncted of categorical funding being used

to supplant rather than supplement cther fands.

53



iv-1L-11

Statewide sales, services and use tax - No instances of rnon-compliance with the

use of the statewide sales, services and use tax revenue provisions of Chapter
4237.3 of the Code of Igwa were noted.

Fursucant to Chapter 423F.3 of the Code of Iowa, the annual audit is required to
include certain reporting elements related te the statewide sales, services and
use tax revenue. Districts are reguired to include these repcrting elements in
the Certified Annual Report (CAR} submitted to the Iowa Department of Educaticn.
for the year ended June 30, 2011, the District reported the following information
regarding thes stazewide sales, services and use tax revenue in the District’s

CAR:

Jeginrirg balance 5 9Z3,75%
Revenues/transfers in:

Statawlide zsales, services ard use tax 3692,703

Onher Loza: sources 5,758 698,59

Expverndizures/transfers out:
Lebt service for school infrastructure:
Gereral opligation debt

Erding balance

Tne statewide sales, services and use tax revenue received during the year ended
June 3C, 2011 is eguivalent to a reduction irn the following levies:

Fer $1,000 Property
Of Taxable Tax

Valuation Dollars
Debt Service $2.865 $608,375
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